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JAMAICA KEY ECONOMIC INDICATORS 


(Values in US $ million and represent period averages unless otherwise indicated.) 


: a % Change | Estimate 
Exchange Rate: US$1.10 = J$1.00 1974 1975 1975/74 1976 


INCOME, PRODUCT, EMPLOYMENT 
GNP at Current Prices 
GNP at Constant 1975 Prices 
Per Capita GNP, Current (US$) 
National Income, Current Prices 
Per Capita Income, Current (US$) 
Labor Force (unit) 
Average Unemployment Rate (%) 


MAJOR PRODUCT PRODUCTION (000 tons) 
Bauxite 
Alumina 
Sugar 
Bananas 
Cement 


MONEY AND PRICES 
Money Supply 
Interest Rates (Commercial rate) 
Consumer Prices (Jan. 1975 = 100) 


BALANCE OF PAYMENTS AND TRADE 
Net Foreign Exchange Reserves 
External Public Debt 
Annual Debt Service (External) 
Balance of Payments 
Balance of Trade 


Exports, FOB 
U.S. Share 
Imports, CIF 
U.S. Share 


TOURISM 
Landed Visitors (000) 


MAIN IMPORTS FROM THE US (1975) 
COMMODITY UANTITY 


Aircraft 12 

Caustic Soda 503,492,303 s. tons 
Maize 129,198,395 s. tons 
Wheat and Meslin 42,352 s. tons 
Baking Flour 21,860 s. tons 
Soya Bean Flour and 35,550 s. tons 
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SUMMARY 

Jamaica is in the throes of an acute economic crisis which will have 
profound effects on the nation's political and social future. While the 
parameters of the crisis are known, it is still unclear what remedies will 
be attempted. Accordingly, a projection of economic trends is clouded by 
more than the usual degree of uncertainty. Nevertheless, there are some 
conclusions which can be drawn. 

First, 1976 was a year of economic disaster: 


-- Exports fell precipitously, causing a record negative balance 
of trade. Sugar, alumina and banana exports were hit hardest. 


Jamaica's net foreign exchange reserves fell 260 million dollars. 
Gross reserves fell below the levels normally necessary to con- 
duct day-to-day business. 


Inflation was relatively low but government deficits reached 
record levels, unemployment worsened and production fell. 


Labor relations problems continued to impede production. 
Business confidence was and remains low. 
Second, few improvements can be expected in 1977. 


-- Imports will be restricted to 50 percent of 1975 levels and will 
adversely affect traditional U.S. suppliers. 


Government deficits will increase, probably triggering inflation. 


Exchange control regulations will increase the cost of doing 
business and delay payments for imported goods. 


There will be few favorable opportunities for investment. 


Although the prognosis for 1977 is poor, the U.S. share of the trade 
market should remain at previous levels. Bauxite and Alumina exports to 
the U.S. should increase, barring labor unrest and assuming a continuing 
recovery of the U.S. economy. 


During 1977 there will be major adjustments in the Jamaican economy, 
a large drop in consumption and, probably, a decrease in the gross domes- 
tic product. Without major foreign assistance, food shortages and a major 
decline in the standard of living are likely. 


Note: Statistics were obtained from Government or 
Bank of Jamaica sources. Estimates are those of the 
U.S. Embassy. All statistics are in U.S. dollars. 





Part A - Current Economic Situation and Trends 


1. BALANCE OF PAYMENTS 


Jamaica has had an underlying balance of payments problem 
for many years. Substantial trade deficits have traditionally 
been offset by large capital inflows, most recently to finance 
development of the bauxite/alumina industry. By 1975 these in- 
flows had begun to decrease. In 1976 they stopped altogether. 
This, coupled with a decrease in the value of exports, resulted 
in a drastic deterioration of the country's foreign exchange 
position. At the end of 1975 net foreign exchange reserves 
were $62 million. By the end of 1976, the reserves had fallen 
to minus $209 million. 


Net Foreign Exchange Reserves (millions) 


A. Balance of Trade: Jamaica's traditionally negative trade 
balance worsened in 1975 and deteriorated even further in 1976 
despite a reduction in imports. 


1. Exports: Total exports were down 25 percent in 1976 
(January-November) from 1975 levels, reflecting a drop in all 
major commodities except bauxite. 


a. Bauxite/Alumina: In 1976, bauxite exports were up over 
19 percent (from 1975 levels) while alumina exports were 
down 35 percent. Export value of the two was down about 
$100 million during this period. This was primarily a 
result of the softening in the international demand for 
aluminum in 1975-76. Recently, however, exports have begun 
to climb and it can be expected that bauxite exports will 
reach near record levels in 1977 while alumina exports will 
improve, albeit more slowly. The long term (2-5 years) out- 
look for bauxite/alumina is good. 





b. Sugar: The volume of sugar exported in the first 
eleven months of 1976 fell 8 percent but, more importantly, 
the value of this export fell from $145 million to $55 
million, or 62 percent. This was a result of the unprece- 
dented drop in the world price of sugar. The industry was 
also beset by serious production problems. Future crops 
may be affected by the "sugar smut" disease which was 
recently discovered in Jamaica and by continuation of the 
island's severe drought. There is virtually no prospect 
for improvement in production during the 1976-77 crop year. 


c. Bananas: The Government of Jamaica has put considerable 
emphasis on the development of banana exports over the past 
three years. The results have been disappointing. In 1976 
there was an increase in the volume of exports for the 

first time in five years (up 10.7 percent over 1975 levels), 
primarily to Great Britain. However, the fall in the value 
of the Pound Sterling and a price slump has yielded a net 
reduction in the value of exports of 12 percent. The industry 
continues to be plagued by quality control problems and 
drought and outputs probably will not improve in 1977. 


DISTRIBUTION OF EXPORTS BY VALUE (1976) 


Misc. Food 5% 
Manufactured Goods 2% 
Bananas 2.5% 


2. Imports: Faced with a deteriorating balance of payments 
situation, the Government of Jamaica tightened import controls 

in 1976. The effort served to reduce imports 17 percent that 
year. The reductions affected all items except mineral fuels, 
which accounted for 23 percent of imports and which increased 

1.5 percent. Other major imports in 1976 included food (19.6 per- 
cent), machinery and transport (18.0 percent) and manufactured 
goods (18.1 percent). 





In early 1977, the Prime Minister announced a ceiling 
on imports of $660 million for calendar year 1977, (down 
from $1.124 billion in 1975). The reduction will signifi- 
cantly affect all commodities but should be particularly 
severe in the areas of consumer and capital goods. 


Jamaica imported about $210 million worth of oil products 
in 1976 and the 1977 bill may be higher as a result of price 
increases. Rationing of gasoline has not been imposed but the 
price has been raised to over two dollars per gallon. 


B. Tourism: The tourist industry is a major contributor to 
Jamaica's economy, providing considerable, albeit seasonal, 
employment and generating a significant portion of the country's 
foreign exchange. Approximately 77 percent of Jamaica's tourists 
are from the U.S. and 10 percent from Canada. The number of 
landed (overnight) tourists grew steadily to 432,000 in 1974. 


But in 1975 the number dropped to 395,000 and in 1976 it dropped 
further to 328,000. 


LANDED (OVERNIGHT) TOURISTS 


(000/month) 
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The decline experienced in 1975 was due primarily to the 
worldwide economic recession of that year. Subsequent declines 
have, however, reflected the effect of uncertain internal security, 
the increased use in Jamaica of Third World rhetoric and allega- 
tions of American efforts to "destabilize" Jamaica. These fac- 
tors, exacerbated by exaggerated press accounts and coupled with 
a decline in the quality of some tourist services, are likely 


to keep tourist visits down well into and possibly through the 
1977 tourist year. 
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C. Capital Flows: Aside from balance of trade problems, the 

Jamaican foreign exchange position has been most seriously affected 
by the reduction of capital inflows which sustained the economy in 

the late 1960's and early 1970's. A variety of factors have ag- 
gravated the problem recently. The imposition of the Bauxite 
Production Levy in 1974, increased government takeovers in the private 
sector, and internal political developments have caused considerable 
business uncertainty. In 1976, as the nation's economic picture grew 
more precarious, there was a tendency for potential investors and 
lenders to stay on the sideline awaiting developments. Private foreign 
investment has all but ended and the Government of Jamaica faces 
increasing difficulty in finding lenders to finance its debt burden. 

A reduction in remittances from overseas and substantial capital 
flight have also contributed to the problem. 


PRODUCTION 


Production problems have been a crucial factor in Jamaica's 
economic ills. They have been made more severe by the extra- 
ordinary ill fortune of recent years (coconut blight, drought, sugar 
cane smut, drops in world prices, etc.) but the underlying problem 
has much deeper societal roots, imbedded in the educational, 
motivational and institutional underpinnings of the country. As 
a result, Jamaica has been unable to meet production quotas even 


when there has existed promising market potential. In 1976 the 
country failed to meet high demands for bananas and coffee and it 
also failed to meet its potential for sugar exports. While 
arable land sat unused and unemployment rose, valuable foreign 
reserves were used to import food. 


In addition to this basic problem in 1975 and 1976 there was 
also a slackening of demand affecting several areas, most noticeably 
construction and mining. In 1976, steel production dropped 32 per- 
cent; cement production dropped 9 percent; bauxite and alumina pro- 
duction dropped 9 percent and 21 percent respectively. Tire 
production dropped slightly while rum and alcohol volume was reduced 
19 percent. Food products fared better with flour up 1.7 percent, 
animal feed up 10 percent and cornmeal up 27 percent. 


In 1977, the Government will attempt to stimulate production 
through the implementation of a National Production Plan (expected 
in April, 1977). This plan will reportedly establish priorities 
and is expected to emphasize manufacturing for export and agriculture. 
However, the $660 million import limitation will affect raw material 
supplies and further reductions can be expected in those areas of 
production dependent on imports. Production will also be negatively 
affected by the recent emigration of a substantial portion of the 
country's managerial and technically qualified work force. 





WAGES, LABOR, EMPLOYMENT 


In 1974 and 1975, wages in the manufacturing sector in- 
creased by about 45 percent per year and probably increased by 
similar amounts in 1976. Increases in some industries were sub- 
stantially higher. To date, wage guidelines have proven in- 
effective. This is partly due to the influence of the trade 
unions within the Jamaican political party system. 


While wages have been climbing, so has the number of un- 
employed and underemployed. Official statistics, probably some- 
what understated, show an unemployment rate of 25 percent at 
the end of 1976. However, underemployment is also chronic and 
manpower productivity low. Labor costs in both agriculture and 
manufacturing are substantially higher than elsewhere in the 
Caribbean. 


Government programs to address these problems have included 
WPA style work projects for the unemployed, the development of a 
National Youth Service and the addition of two years compulsory 
education. Still, the problem has persisted and may become 
substantially worse in 1977.,. Government works programs can be 
expected to continue but the tough import restrictions are likely 
to cause economic dislocations resulting in increased layoffs. 


The government intends to impose a strict wage policy during 
1977 but this is likely to be resisted actively by the trade 
unions who are likely to demand effective price controls as a con- 
dition of their compliance. The ability of the government to 
enforce these controls is problematical, yet fundamentally essen- 
tial to its “self-reliance” program. In addition, the government 
will have to address itself to the high level of labor unrest, 
often unrelated to wage negotiations, which has characterized 
labor/management relations for the past several years. Improved 
labor relations will be a necessary precondition to increased pro- 
ductivity. 


INFLATION 


Considering the size of the central government budgetary 
deficit, inflation was kept to a minimum in 1976. The Consumer 
Price Index increased by 11.4 percent during the year. The index 
probably understates inflation somewhat as it is based on a pre- 
ponderance of items under price control. However, inflation has 
yet to become a serious problem. In 1976 this could be attributed 
to the extraordinary imbalance of imports over exports which served 
to offset budget deficits. In early 1977, since imposition of 
tighter import restrictions, a large percentage of the money supply 
has found its way into the banking system in the form of excess 





liquidity. In order to offset the problem, the Bank of Jamaica 
raised its deposit levels to a record 29 percent in February. 
Traditional outlets for excess liquidity such as real estate 
have been suppressed because of low business confidence. With 
continued import restrictions and even greater budget deficits, 
a high rate of inflation, possibly 25 percent or higher, seems 
certain in 1977. 


PUBLIC SECTOR 


Government accounts during the 1976/77 fiscal year (April 
76-March 77) have been characterized by a drastic drop in 
revenues and an equally alarming increase in spending. Revenues 
represented less than 40 percent of expenditures. Among those 
revenues most hard hit were customs duties down from $74 to $34 
million, transfers from the Central Development Fund (Bauxite 
Levy) down from $88 to $44 million, and income taxes down from 
$143 to $140 million. Total receipts at the end of the third 
quarter were $401 million, about 48 percent of the original fiscal 
year projected estimate. 


In the first three quarters of the 1976/77 fiscal year, 
Government of Jamaica expenditures increased to 1.012 billion 
dollars from 695.2 million dollars in the comparable 1975/76 
period. 


The budget deficit in the first three quarters was $612 
million dollars most of which was financed by Bank of Jamaica 
advances ($371 million), local registered stocks ($117 million) 
and foreign borrowing ($107 million). By May 1976, total net 
government debt stood at $1.035 billion and total net foreign 
debt was $408 million. 


In 1977, there will be even greater budgetary deficits. 
Customs revenues will be reduced even further by the stronger 
import restrictions. The general business slump should also 
reduce income taxes, excise taxes and consumption duties. Tax 
increases and improvements in collection should offset these 
reductions somewhat. However, government expenditures are ex- 
pected to increase even further in 1977. Increases will be 
designed to offset the social consequences of the economic 
crisis and to stimulate economic activity. Increased govern- 
mental participation in the traditionally private sector should 
also add to the amount of expenditure. 


OUTLOOK 


The Government of Jamaica has proclaimed a policy of "self- 
reliance" for the coming years. The National Production Plan 





scheduled to be unveiled in April 1977 is expected to set the 
framework for this policy. By the end of 1977 a 5-year National 
Plan is expected. In the short term, the Government of Jamaica 
hopes to keep the economy afloat through tight exchange controls, 
drastic import reductions, and stimulation of production -- prin- 
cipally production for export. There are few who expect that 
these measures will be sufficient. It is expected that before 
the end of 1977 major foreign assistance including International 
Monetary Fund (IMF) support and possible debt rescheduling will 
be needed. 


The IMF support poses a particularly difficult problem for 
the Government of Jamaica since it believes traditional IMF prescrip- 
tions (devaluation, incomes policy, reduced government spending) 
would be incompatible with the government's social programs and 
objectives. Nevertheless, some effort at a mutual accommodation 
can be expected by mid-year. 


Even assuming major IMF and other foreign assistance, 1977 
will be a difficult year for Jamaica. A significant drop in con- 
sumption and a real drop in the Gross Domestic Product of ten 
percent or more can be expected. At best, the problem will include 
severe economic readjustments and extraordinary austerity; at worst 
it will mean food shortages and critical social dislocation. 


Part B: Implications for the United States 


Jamaica's economic crisis will have major consequences on 
Jamaica/U.S. relations in general and more specifically on U.S. trade 
and investment. 


1. TRADE 


In 1975 and 1976, the U.S. share of the Jamaican import market 
was 37 percent. Nevertheless, the drop in imports caused a 
reduction of about $88 million to about $345 million. This figure 
will drop substantially further in 1977. As a result, many U.S. 
suppliers will lose their markets entirely, while others may be 
affected only marginally. The market for consumer goods, particu- 
larly luxury items, will be particularly hard hit. On the other 
hand, agriculture and raw material exports to Jamaica, although 
likely to be reduced, will fare substantially better. Despite 
Government of Jamaica efforts to diversify trading contacts, 
particularly with COMECON and Third World countries, the U.S. 
share of the reduced market should remain at about previous levels. 





Exporters to Jamaica have experienced markedly increased 
difficulty in obtaining payment in convertible exchange for 
delivered goods. In many instances these delays can be attri- 
buted to cumbersome bureaucratic procedures, or failure of im- 
porters to obtain the proper licenses or documents. U.S. expor- 
ters should be sure their customers have obtained the necessary 
import license before shipping goods. Increasingly, exporters 
should consider doing business on the basis of irrevocable letters 
of credit rather than on sight drafts or open accounts. The 
Government of Jamaica is giving priority to repayment of public 
debt over private debt out of its limited foreign exchange re- 
serves. This will cause some delays in securing payment during 
1977. 


TRADE OPPORTUNITIES 


The current financial dilemma of the Government of Jamaica 
affords few trade or investment opportunities. Depending on the 
level of foreign assistance during 1977, there may develop some 
opportunities for agricultural exports or even exports of capital 
goods. These will be reported through the Department of Commerce 
as they develop. The Government has announced its intention to 
proceed during the year with the construction of the JAVAMEX 
alumina plant although these plans are subject to revision. In 
this and in other projects, the availability of long-term credit 
will outweigh other factors in Jamaican contract and purchasing 
decisions. 


BAUXITE/ALUMINA 


Relations between the Government of Jamaica and the Bauxite/ 
Alumina companies have improved during the last year. As of March 
1977, Alcoa, Kaiser and Reynolds have reached agreements with the 
Government for Jamaican participation in their respective opera- 
tions. Only a dispute with the Revere Corporation remains chron- 
ically outstanding. 


INVESTMENT 


U.S. investment in Jamaica is at a virtual standstill owing 
in large measure to uncertainties over the future of the Jamaican 
economy as well as some concerns over the government's political 
direction. The slowdown in general business activity, continued 
uncertainties, and tight exchange control regulations will pro- 
bably serve to further discourage private investment through 1977. 
Those investors interested in Jamaica should consider joint ven- 
tures with Jamaican government participation rather than 100 percent 
ownership arrangements. Written understandings on repatriation of 
profits, import license requirements, etc., would also be advisable 
in this period of tight exchange controls. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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MARKET SHARE REPORTS can help fill your export information 
gap. These easy-to-read reports will help you pinpoint new sales 
prospects in a wide range of markets. You'll use them extensively to 
identify overall foreign trade trends in manufactured goods and to 
compare your own performance in world markets with that of other 
traders. 


MARKET SHARE REPORTS gives detailed commodity and 
country breakdowns and easy-to-reference comparative trade 
figures for the U.S. and other major suppliers. And the five-year 
spread of data on trade in nearly 900 commodities gives a precise 
picture of changing levels of import demand and shifts in the relative 
competitive positions of exporting countries. 


MARKET SHARE REPORTS for 1971-1975 are offered in two 
senies— 


88 Country Reports—each covering a leading importing nation. 
$4.75 each. 

879 Commodity Reports—with data on exports from the U.S. 
and 13 other major exporting countries. $3.50 each. 


City, State 


Mail to: NATIONAL TECHNICAL 
INFORMATION SERVICE 
U.S. Dept. of Commerce 
Springfield, Virginia 22151 





